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DATE: April 20, 2021

TO: Members of the Joint Committee on Capital Review

FROM: Richard Stavneak, Director

SUBJECT: Adoption of Committee Rules and Regulations

The Committee will consider the attached rules and regulations for adoption at its April xxt"
meeting. The rules are the same as in the prior session.
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JOINT COMMITTEE ON CAPITAL REVIEW

RULES AND REGULATIONS

RULE 1

NAME OF COMMITTEE AND METHOD OF APPOINTMENT

The name of the Committee is the Joint Committee on Capital Review, hereinafter referred to as the
Committee, consisting of fourteen members designated or appointed as follows:

1. The Chairman of the Senate and House of Representatives Appropriations Committees.

2. The Majority and Minority Leaders of the Senate and House of Representatives.

3. Four members of the Senate and four members of the House of Representatives who are members
of their Appropriations Committees and who are appointed to the Committee by the President of

the Senate and the Speaker of the House of Representatives, respectively.

RULE 2

CHAIRMAN OF THE COMMITTEE

The Chairman of the Senate Appropriations Committee shall have a term as Chairman of the Joint
Committee on Capital Review from the first day of the First Regular Session to the first day of the Second
Regular Session of each legislature and the Chairman of the House of Representatives Appropriations
Committee shall have a term as Chairman from the first day of the Second Regular Session to the first day of the
next legislature's First Regular Session.

QUORUM
A majority of the members of the Committee shall constitute a quorum for the transaction of business.

RULE 4

MEETINGS OF THE COMMITTEE

The Committee shall meet as often as the members deem necessary.

RULE 5

COMMITTEE PROCEEDINGS

The Committee proceedings shall be conducted in accordance with Mason's Manual of Legislative
Procedure, except as otherwise provided by these rules.



RULE 6

STATUTORY POWER AND DUTIES OF THE COMMITTEE

The Committee shall:

10.

11.

12.

13.

14.

15.

Develop and approve a uniform formula for computing annual building renewal funding needs and
a uniform format for the collection of data for the formula.

Approve building systems for the purposes of computing and funding building renewal and for
preparing capital improvement plans.

Review the state capital improvement plan and make recommendations to the Legislature
concerning funding for land acquisition, capital projects and building renewal. The

recommendations should give priority to funding fire and life safety projects.

Review the expenditure of all monies appropriated for land acquisition, capital projects and
building renewal.

Review the scope, purpose and estimated cost of the project prior to the release of monies for
construction of new capital projects.

Approve transfers within a budget unit of monies appropriated for land acquisition, capital projects
or building renewal.

Review and approve the acquisition of real property or buildings by the Arizona Department of
Administration and Arizona Department of Transportation.

Review the acquisition of real property or buildings by the Department of Economic Security.
Approve the acquisition of real property or buildings by the Department of Child Safety.

Determine the rental fee charged to state agencies for using space in a building owned by the state.
Along with the Legislature, approve expenditures from the Corrections Fund by the Director of the
Department of Administration for major maintenance, construction, lease, purchase, renovation or
conversion of Corrections or state operated juvenile facilities.

Review Arizona Board of Regents, Community College and Game and Fish bond projects.

Review of Arizona Board of Regents indirect debt financing projects.

Review School Facilities Board and school district lease-to-own projects.

The Committee shall have other duties and responsibilities as outlined in statute or determined by
the Chairman, consistent with law.



STAFF

The Joint Legislative Budget Committee Staff shall provide staff assistance to the Committee as directed
by the Committee.

AGENDA FOR MEETINGS

An agenda for each Committee Meeting shall be prepared by the Director, and, whenever possible,
mailed or delivered to members of the Committee, not less than one week prior to the meeting. The Director
must have at least three weeks prior notice for any state agency-requested items that appear on the agenda,
unless the Chairman of the Committee approves of a later submission.

RULE 9

ORDER OF BUSINESS

The Order of Business at a committee meeting shall be determined by the Chairman of the Committee.
It shall normally be as follows:

* Call to order and roll call

* Approval of minutes

* Director’s Remarks (if any)

* Review of capital projects

¢ Other Business - For Information Only
¢ Adjournment

RULE 10

ADOPTION AND AMENDMENT OF THE RULES AND REGULATIONS

These rules and regulations shall be adopted and may be amended by a majority vote of the Committee
members.

JLBC Staff

4/20/21
E:\JCCR\Rules\JCCRRULES0421.doc
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DATE: April 20, 2021

TO: Members of the Joint Committee on Capital Review

FROM: David Hoffer, Economist

SUBJECT: Arizona Department of Administration - Consider Recommending FY 2021 Partial Rent
Exemptions

Request

A.R.S. § 41-792.01D, authorizes the Director of the Arizona Department of Administration (ADOA), on
recommendation from the Joint Committee on Capital Review, to grant a full or partial exemption from
the payment of state-owned rental fees if an agency does not occupy their space or lacks the financial
resources to make a payment. ADOA requests the Committee recommend partial rent exemptions for 2
agencies totaling $10,300 in FY 2021.

Committee Options

The Committee has at least the following 2 options:

1. The Committee recommends the partial FY 2021 rent exemptions of $(2,300) for the Department of
Insurance and Financial Institutions (DIFI) and $(8,000) for the State Board for Private Postsecondary
Education. The Committee also recommends corresponding rent increases for ADOA and the
Commission for Postsecondary Education.

2. The Committee does not recommend the partial rent exemptions.

2)

3)

Key Points

space or lack resources to make a payment.

1) Statute allows ADOA to grant rent exemptions to agencies who do not occupy their state-owned

ADOA reallocated 834 square feet of storage space from the Department of Insurance and
Financial Institutions and requests a partial rent exemption of $(2,300). ADOA will charge the

ADOA ASET Office a corresponding increase for occupying the space.

ADOA reallocated 1,615 square feet of office and storage from State Board for Private
Postsecondary Education and requests a partial rent exemption of $(8,000). ADOA will charge the

Commission for Postsecondary Education a corresponding increase.

(Continued)




Analysis

A.R.S. § 41-792.01D provides that the rental fee charged to state agencies that occupy state-owned
buildings is the greater of the amount reported by the JLBC Staff or the adjusted amount based on
actual occupancy. ADOA annually provides the JLBC Staff the rentable square feet space allocated to
agencies that occupy ADOA owned-managed space.

ADOA reallocated office space as follows:

e The Department of Insurance and Financial Institutions (DIFl) was appropriated $5,400 in FY 2021
for its occupancy at 1919 W. Jefferson Street. ADOA reallocated 834 square feet of storage space
to ADOA's Arizona Strategic Enterprise Technology (ASET) Office in March 2021. ADOA requests a
prorated rent exemption of $(2,300) for DIFI and will bill a corresponding rent increase to the
ADOA Arizona Strategic Enterprise Technology (ASET) Office.

e  The State Board for Private Postsecondary Education was appropriated $21,300 in FY 2021 for its
occupancy at 1740 West Adams. ADOA reallocated 1,615 square feet of office space to the
Commiission for Postsecondary Education in December 2020. The Commission for Postsecondary
Education was located in a private building prior to moving to 1740 West Adams. ADOA requests a
prorated rent exemption of $(8,000) for the State Board for Private Postsecondary Education and
will bill a corresponding rent increase to the Commission for Postsecondary Education.

DH:kp
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The Honorable Senator David M. Gowan, Chairman
Joint Committee on Capital Review (JCCR)
Arizona State Senate

1700 West Washington Street

Phoenix, Arizona 85007

The Honorable Representative Regina E. Cobb, Vice-Chairman
Joint Committee on Capital Review (JCCR)

Arizona House of Representatives

1700 West Washington Street

Phoenix, Arizona 85007

Re: Capital Qutlay Stabilization Fund (COSF) Rent Exemption
Dear Senator Gowan and Representative Cobb:

The Arizona Department of Administration (ADOA) requests the Joint Committee on Capital
Review (JCCR) give a favorable review and recommendation of a Capital Outlay Stabilization
Fund (COSF) FY 2021 partial rent exemption of $2,300 for the Department of Insurance and
Financial Institutions (DIFI) for its occupancy at ADOA’s owned-managed 1919 West Jefferson
Street, Phoenix, AZ.

AR.S. § 41-792.01(D) provides that agencies that occupy state-owned buildings shall pay the
higher of the amount reported by Joint Legislative Budget Committee (JLBC) Staff or the pro
rata share based on actual occupancy. The ADOA Director, on recommendation of the JCCR,
may authorize a whole or partial exemption of COSF rent if the agency does not have the
financial resources to pay its rent or vacates space after the beginning of the fiscal year.

The DIFI formerly occupied approximately 834 Rentable Square Feet (RSF) of storage space at
1919 West Jefferson Street. Beginning on March 1, 2020, the DIFI has consolidated its fraud
unit footprint to 100 North 15th Avenue, Phoenix, AZ, second floor. ADOA Arizona Strategic
Enterptise Technology (ASET) Enterprise Infrastructure and Communication (EIC) will backfill



Senator David M. Gowan
Representative Regina E. Cobb
March 23, 2021

Page 2 of 2

DIFI’s former 834 RSF of storage space. ADOA GSD will bill ADOA ASET for its FY 2021
pro rata five (5) months share of the space of $2,300 and an annualized amount on an ongoing
basis.

Please let me know if you have any questions regarding ADOA’s rent exemption request for
DIFI.

Sincerely,

=

/Aﬁ [ébin

chf 7 Richard Stavneak, Director, JLBC Staff
Rebecca Perrera, Principal Fiscal Analyst, JLBC Staff
Matthew Gress, Director, OSPB
Bill Greeney, Deputy Director, OSPB
Will Palmisano, Senior Budget Manager, OSPB
Theresa Vencill, Budget Analyst, OSPB
Ashley Ruiz, Assistant Director, ADOA/DBF
Jacob Wingate, Chief Financial Officer, ADOA/DBF
Elizabeth Alvarado-Thorson, Deputy Director, ADOA
Ray Di Ciccio, Deputy Director, ADOA
Nola Barnes, Assistant Director, ADOA/GSD
Lisa Kautz, Budget Administrator, ADOA/GSD
Evan G. Daniels, Director, DIFI
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Governor

ARIZONA DEPARTMENT OF ADMINISTRATION

OFFICE OF THE DIRECTOR
100 N 15TH AVENUE
PHOENIX, ARIZONA 85007
602-542-1500

March 23, 2021

The Honorable Senator David M. Gowan, Chairman
Joint Committee on Capital Review (JCCR)
Arizona State Senate

1700 West Washington Street

Phoenix, Arizona 85007

The Honorable Representative Regina E. Cobb, Vice-Chairman
Joint Committee on Capital Review (JCCR)

Arizona House of Representatives

1700 West Washington Street

Phoenix, Arizona 85007

Re: Capital Outlay Stabilization Fund (COSF) Rent Exemption
Dear Senator Gowan and Representative Cobb:

The Arizona Department of Administration (ADOA) requests a Joint Committec on Capital
Review (JCCR) favorable review and recommendation of a Capital Outlay Stabilization Fund
(COSF) FY 2021 partial rent exemption of $8,000 for the State Board for Private Postsecondary
Education (Board) for its occupancy at ADOA’s owned-managed building at 1740 West Adams
Street, Phoenix, AZ.

AR.S. § 41-792.01(D) provides that agencies that occupy state-owned buildings shall pay the
higher of the amount reported by Joint Legislative Budget Committee (JLBC) Staff or the pro
rata share based on actual occupancy. The ADOA Director, on recommendation of the JCCR,
may authorize a whole or partial exemption of COSF rent if the agency does not have the
financial resources to pay its rent or vacates space after the beginning of the fiscal year.

The Board formerly occupied approximately 1,615 Rentable Square Feet (RSF) of office and
storage space on the third floor and lower level of the facility. Beginning on December 1, 2020,
the Commission for Postsecondary Education (Commission) was relocated from its privately
leased space at 2020 North Central Avenue; Suite 650, Phoenix, AZ to the ADOA



Senator David M. Gowan
Representative Regina E. Cobb
March 23, 2021

Page 2 of 2

owned-managed 1740 West Adams Street facility and backfilled approximately 49% of the
Board’s footprint on the third floor and all of its storage space in the lower level. ADOA will bill
the Commission for its FY 2021 pro rata share of its new space allocation of $8,000.

Please let me know if you have any questions regarding ADOA’s rent exemption request for the
Board.

Sincerely,

///L

i

1cha.rd Stavneak, Director, JLBC Staff

~" Rebecca Petrera, Principal Fiscal Analyst, JLBC Staff

Matthew Gress, Director, OSPB

Bill Greeney, Deputy Director, OSPB

Theresa Vencill, Budget Analyst, OSPB

Will Palmisano, Senior Budget Manager, OSPB
Ashley Ruiz, Assistant Director, ADOA/DBF

Jacob Wingate, Chief Financial Officer, ADOA/DBF
Elizabeth Alvarado-Thorson, Deputy Director, ADOA
Ray Di Ciccio, Deputy Director, ADOA

Nola Barnes, Assistant Director, ADOA/GSD

Lisa Kautz, Budget Administrator, ADOA/GSD
Kevin LaMountain, Executive Director, State Board Private Postsecondary Education
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DATE: April 20, 2021

TO: Members of the Joint Committee on Capital Review

FROM: Lauren Jorgensen, Fiscal Analyst

SUBJECT: Arizona Department of Administration - Review of Phoenix Veterans' Home Cooling
Tower Project

Request

A.R.S. § 41-1252 requires Committee review of capital projects with estimated costs exceeding
$250,000. The Arizona Department of Administration (ADOA), on behalf of the Arizona Department of
Veterans' Services (ADVS), requests Committee review of $500,000 of non-appropriated monies in FY

2021 and FY 2022 for a cooling tower replacement at the Phoenix Veterans' Home.

Committee Options

The Committee has at least the following 2 options:

1. Afavorable review of the request.

2. An unfavorable review of the request.

1)
2)
3)

Key Points
ADVS reports that the cooling tower is at the end of its useful life.

The project will be fully funded by federal dollars through a State Energy Program grant.
The project will require $226,605 in FY 2021 for purchase and fabrication of equipment and

§273,395 in FY 2022 for installation costs.

(Continued)



Analysis

The Phoenix State Veterans' Home is a 200-bed facility which opened in 1995. The current cooling
tower is original to the construction of the Home and is at the end of its useful life. ADOA and ADVS
have secured a $500,000 State Energy Program grant that will fully fund the cooling tower replacement
project. The State Energy Program is within ADOA and is funded through a non-competitive grant from
the US Department of Energy. The program receives approximately $1.2 million annually to assist state
agencies and local governments with energy conservation projects.

In FY 2021, $226,605 will be used for equipment purchases and fabrication. The remaining funding,
$273,395, will be used in FY 2022 to complete the installation of the cooling tower. The repairs will be
overseen by the ADOA General Services Division.

U:kp
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Director
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March 23, 2021

David Gowan, Chairman

Arizona State Senate

Joint Committee on Capital Review
1700 West Washington Street
Phoenix, AZ 85007

Dear Chairman Gowan,

This Arizona Department of Administration (ADOA) General Services Division (GSD), on
behalf of the Arizona Department of Veterans’ Services (AZDVS), respectfully requests
placement on the April 2021 agenda of the Joint Committee on Capital Review (JCCR). The
purpose of this request is to obtain a favorable review of a project to replace the cooling tower at
the Arizona State Veterans’ Home located at 4141 North Silvestre Herrera Way, Phoenix, AZ

85012,

The cooling tower is original to construction of the Phoenix Veterans® Home and currently meets
the critical cooling for the veterans and staff in this medical facility. However, the cooling tower
is at the end of its useful life, and in need of immediate replacement. If the cooling tower is not
replaced it is at risk of complete failure.

The cooling tower project is located in the mechanical yard of the Phoenix Veterans’ Home. The
scope of work includes the replacement of two (2) 140 Ton Baltimore Aircoil Company (BAC)
Fluid Coolers with one (1) 280 Ton BAC Fluid Cooler, two (2) Taco condenser water pumps, one
(1) Taco air-dirt separator, new 6” interconnecting piping with valves and fittings, and relocation
of the existing electrical service to the new cooling tower power connection.

AZDVS and ADOA GSD coordinated efforts to conduct an energy study that successfully
secured a State Energy Program (SEP) grant to provide $500,000 of federal money to fully fund

the project.



Chairman Gowan
March 23, 2021
Page 2

The SEP project funding is split between Fiscal Years (FY) 2021 and 2022. In FY 2021,
$226,605 will encumber the purchase and fabrication of the equipment. In FY 2022, $273,395
will be used to complete the installation of the cooling tower. The estimated project completion

is October 2021,

If you have any questions regarding the Phoenix Veterans’ Home cooling tower project, please
contact John Hauptman, General Manager, Planning and Construction Services, at

480-322-8031.

Sincerely,

Pl

¥ ToKin
Directot

CC:

Richard Stavneak, Director, JLBC Staff

Rebecca Perrera, Principal Fiscal Analyst, JLBC Staff
Matt Gress, Director, OSPB

Bill Greeney, Deputy Director, OSPB

Will Palmisano, Senior Budget Manager, OSPB
Theresa Vencill, Budget Analyst, OSPB

Wanda Wright, Director, AZDVS

Elizabeth Thorson, Deputy Director, ADOA

Ray DiCiccio, Deputy Director, ADOA

Nola Bames, Assistant Director, ADOA/GSD

Ashley Ruiz, Assistant Director, ADOA/DBF

Jacob Wingate, Chief Financial Officer, ADOA/DBF
Elizabeth Bartholomew, Legislative Liaison, ADOA
John Hauptman, General Manager, ADOA/DBF/PCS
Thomas Sahhar, State Energy Programs Manager, ADOA/GSD
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DATE: April 20, 2021

TO: Members of the Joint Committee on Capital Review

FROM: Morgan Dorcheus, Senior Fiscal Analyst

SUBJECT: Arizona State University - Consider Review and Approval of Bateman Physical Sciences

Center Financing Project
Request

AR.S. § 15-1671 requires Committee review of non-debt financed expenditures and Committee
approval of any debt financed university capital projects paid for with funds from the university's Capital
Infrastructure Fund (CIF). These monies are from the $1 billion capital investment program enacted in
2017. ASU requests Committee approval of $51,000,000 in bond issuances to renovate the Bateman
Physical Sciences Center.

A.R.S. § 15-1683 requires Committee review of any university projects financed with system revenue
bonds. ASU requests review of $9,000,000 in bond issuances that will not be funded by CIF, for a total
project cost of $60,000,000.

Committee Options

The Committee has at least the following 2 options:

1. A favorable review and approval of $60,000,000 in bond issuances.

2. Anunfavorable review and disapproval of $60,000,000 in bond issuances.

Under either option, the Committee may also consider the following standard university financing
provisions:

Standard University Financing Provisions

A. A favorable review and approval by the Committee does not constitute endorsement of General
Fund appropriations to offset any revenues that may be required for operations and maintenance
costs when the project is complete.

(Continued)
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B. ASU shall provide the final debt service schedules and interest rates for the projects as soon as they
are available.

C. Onorbefore October 15 of each year until completion of the project, ASU shall report to the JLBC
Staff on the status and expenditures of the Bateman Physical Sciences Center project. The report
shall include expenditures to date, any changes to the planned construction timeline, the expected
completion date, and any change to the scope of the project.

Key Points
1) ASU plans to renovate 90,400 square feet of space in the Bateman Physical Sciences Center.
2) ASU will issue $60.0 million of system revenue bonds:
- $51.0 million will be funded through the $1 billion capital investment program.
- $9.0 million will be funded by tuition revenues.
3) Annual debt service payments will increase over the 21-year term from $2.6 million in FY 2023 to
$4.5 million in FY 2043.
4) Approximately 57% of the debt service will be funded by tuition revenues and 43% will be funded
by General Fund appropriations from the $1 billion capital investment program.

Analysis

ASU intends to renovate 90,400 square feet of space in the D and E wings of the Bateman Physical
Sciences Center, which were originally constructed in 1965 and 1982. The project will include
abatement, demolition and reconfiguration of the building interior, major building system upgrades,
roof replacement, window replacements, and improvements to the building's life safety systems and
accessibility. The project will also increase the number of instructional laboratories in the building to
accommodate student growth and upgrade the existing research laboratories and office space used by
the university's science programs.

ASU plans to complete the project by May 2023 at a cost of $60.0 million.

Financing

ASU intends to issue $60.0 million in system revenue bonds in April 2022, of which $51.0 million will be
funded by the university's Capital Infrastructure Fund and $9.0 million be funded by tuition revenues.
ASU anticipates a rating of Aa2 (Moody’s)/AA (S&P) and an interest rate of 2.86% over a 21-year term.

ASU will make debt service payments of $433,100 in FY 2022, $2.6 million from FY 2023 - FY 2025, $3.9
million from FY 2026 - FY 2032, $4.2 million from FY 2033 — FY 2039, and $4.5 million from FY 2040 — FY
2043. Approximately 57% of the payments will be funded by tuition revenues and 43% will be funded
by General Fund appropriations from the $1 billion bonding package.

Of the $83.7 million in cumulative debt service payments (principal and interest), approximately $48.0
million will be paid from tuition revenues and $35.7 million will be paid from the General Fund. (See

Table 2 for a summary of the bond financing terms).

The debt service on this project increases ASU’s current debt ratio by 0.11%, from 4.60% to 4.71%.

(Continued)
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University Capital Infrastructure Funds (2017 Bonding Package)

Laws 2017, Chapter 328 established A.R.S. § 15-1671, which provides General Fund appropriations from
FY 2019 - FY 2043 for new university research facilities, building renewal, or other capital construction
projects. The law appropriates $27.0 million to the universities in FY 2019 and increases the
appropriation each year thereafter by 2.0% or the rate of inflation, whichever is less. The FY 2021
appropriations are allocated to each university as follows:

ASU: $12,381,200
NAU: $4,692,900

UA: $10,953,200
Total: $28,027,300

The universities may use these monies for debt service on infrastructure long-term financing and for
cash construction costs. New debt issued under this program may not exceed $1.0 billion.

Under the law, each university's General Fund appropriation is deposited into a newly-created Capital
Infrastructure Fund (CIF). Each university must match any General Fund contributions to its fund that
are used for debt service payments at a 1:1 rate. The $1.0 billion of new projects would thus be funded
half by state appropriations and half from university resources.

Debt service payments made on CIF-funded projects are included in the universities' statutory debt
limit. Any cash-based capital projects funded with CIF monies must be reviewed by the Joint Committee
on Capital Review, and any debt-financed projects funded with CIF monies must be approved by the
Committee.

ASU has previously received Committee approval for 5 CIF-funded projects totaling $404.0 million in
bonds issued. The Bateman Physical Sciences Center project will increase bond issuances under the
program by $51.0 million.

Construction Costs

Of the $60.0 million total project costs, direct construction costs {excluding items such as design and
project management costs) are $48.0 million. As shown in Table 1, total project costs per square foot
are $664, while direct construction costs per square foot are $531.

The most recent ASU renovation project was reviewed by the Committee in April 2020. The project
included renovations for approximately 50,000 square feet of classroom and laboratory space. The
project cost a total of $35.0 million, or $300 per square foot, and included spaces in multiple campus
buildings. Higher construction costs for the current project are likely due to the cost of increasing the
number of laboratories and upgrading existing laboratories in the Bateman Physical Sciences Center, the
cost of purchasing specialized equipment for laboratories, and the inclusion of a new roof system, major
building system upgrades, window replacements, added insulation, and other project-specific costs.

ASU states that the renovation project will begin in May 2021 and that the Construction Manager at Risk
(CMAR) will complete the project under the guaranteed maximum price arrangement with ASU by May
2023.

Operations and Maintenance Costs
ASU does not expect annual operations and maintenance costs to change once the project is complete.

(Continued)
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Table 1

Bateman Physical Sciences Center Renovation

Total Square Footage

Funding
System Revenue Bonds ¥

Costs
Direct Construction Costs

Other Costs ¥
Total

Operations & Maintenance

90,400

60,000,000

$48,000,000 (8531 per sq. ft.)

12,000,000 (8133 per sq. ft.)
$60,000,000 (5664 per sq. ft.)
S0

1/ Annual debt service payments on $60.0 million principal are based on an interest rate of 2.86% for a total debt
service cost of $83.7 million. Debt service will be paid by a combination of CIF monies (50% General Fund, 50%
tuition revenues) and university tuition revenues.

2/ Includes equipment, furniture, project design and management fees, and other costs.

Table 2

Construction Timeframe

Issuance Amount
Issuance Date

Issuance Transaction Fees
Rating

Interest Rate

Term

Total Debt Service Costs

Debt Service Payments

Payment Source

Debt Ratio Increase

Bateman Physical Sciences Center Financing Terms

May 2021 - May 2023

$60.0 million

April 2022

$580,000

Aa2 (Moody’s)/AA (S&P)

2.86%

21 years

$83.7 million

$433,100 (FY 2022)

$2.6 million (FY 2023 — FY 2025)
$3.9 million (FY 2026 — FY 2032)
$4.2 million (FY 2033 — FY 2039)
$4.5 million (FY 2040 — FY 2043)
$35.7 million General Fund (CIF)
$35.7 million Tuition (CIF)

$12.3 million Other Tuition Revenues

0.11%




m Arizona State
University

April 5, 2021

The Honorable David M. Gowan, Chairman
Joint Committee on Capital Review
Arizona State Senate

1700 West Washington Street

Phoenix, AZ 85007

Dear Senator Gowan:

In accordance with A.R.S. 15-1683 and 15-1671, the Arizona Board of Regents
requests that the following Arizona State University bond-financed project be placed
on the next Joint Committee on Capital Review agenda:

e Bateman Physical Sciences Center Improvements
Enclosed is pertinent information relating to this item.

If you have any questions or desire any clarification on the enclosed material, please
contact me at (480) 727-9920.

Sincerely,

(o1 G

BEBDSEF52F474358. .

Morgan R. Olsen
Executive Vice President, Treasurer and CFO

Enclosures

c: Richard Stavneak, Director, JLBC
John Arnold, Executive Director, Arizona Board of Regents, ABOR
Lorenzo Martinez, Chief Financial Officer and Director of Finance, ABOR
Matt Salmon, Vice President, Government Affairs, ASU
Adam C. Deguire, Associate Vice President, Government Affairs, ASU
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1. Bateman Physical Sciences Center Improvements

Project Description

This project will update and increase the number of chemistry instructional laboratories
and update the research laboratories and office spaces in the D and E wings of this
aging multifunctional complex, located in the core of the Tempe campus. The planned
improvements will enable the university to improve its utilization of the spaces required
to advance research and discovery of public value and fuffill the evolving program
needs associated with new fields of learning and teaching methodologies.

The guiding principles of this project include modernizing, enhancing and increasing
the number of spaces for students to collaborate, learn and conduct research; updating
building technology and comfort; improving accessibility; and reducing energy
consumption. The approximately 90,400 gross-square-foot project will encompass
comprehensive improvements to the basement and three upper floors of the Center’s
D wing, built in 1965, as well as improvements to the basement and three upper floors
of the E wing, built in 1982.

The $60.0 million project will be debt-financed with system revenue bonds. The debt
service for $51.0 million of the bonds will be funded by the State of Arizona Capital
Infrastructure Fund and matched with tuition. The debt service for the remaining $9.0
million of bonds will be funded by tuition.

An Arizona Board of Regents executive summary for this project is attached, which
outlines the project description and other relevant information. This project received
Capital Development Plan approval at the February 11, 2021, Arizona Board of
Regents meeting, which is the final required ABOR approval.

Project Costs

Total Project Cost $ 60,000,000
Total Project Construction Cost $ 48,000,000
Total Project Cost per GSF $ 664

Construction Cost per GSF $ 531
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Project Summary —Revenue Bonds

Projects:
Bateman Physical Sciences Center
Improvements

Financing Information

System Revenue Bonds:
Project Costs
Estimated Costs of Issuance
Anticipated Bond Rating
Assumed Interest Rate
Term

Estimated Debt Service Information:

FY 2022 (interest only)
FY 2023 to FY 2043
Total Estimated Debt Service

Debt Ratio
Debt Ratio on Existing Debt

Incremental Debt Ratio
Project Debt Ratio

Funding Sources: Amount:

CIF Fund/Tuition $ 60,000,000

$ 60,000,000

$580,000

Aa2 (Moody’s) and AA (S&P)
2.86%

21 years

$433,147
$3,964,480
$83,687,228

4.60%
A41%
4.71%
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